Low income economies are characterized with high investment returns and therefore should attract foreign investment to primarily fill the existing gaps of productive factors which vividly reveals the basis for their underdeveloped status. The main objective of the study is to ascertain the impact of flow of FDI on the economic development of the host African countries characterized with low income per capita. Panel data were utilized for 39 African countries, 20 of which were low income countries. The results indicates that FDI had significant impact on the economic development of the host African countries, by enhancing the development of the host sector and reducing gradually dependence on foreign capital, which resulted in increased income per capita, better education, living standards and the wellbeing of the host economies. The study concludes by recommending that government of the host economies should guide the sector of FDI inflow, and ensure that policies are in place to enhance domestic investment development in such sectors. This will gradually bring about the closure of existing proactive factors and hence economic development.
Introduction
Over the past four decades, foreign direct investment (FDI) in the regions of Africa has been erratic and chaotic in nature. The volume of FDI has increased relatively over the past four decades in the African regions. The pattern of flow, however, has been that of sharp increases followed by sharp decreases in subsequent years. Also, the flow of FDI to African regions has declined in comparison to other developing regions in the world over the years; this therefore is reason for the increase being regarded as relative. For instance, in 1980; of the FDI flows to the developing regions of the world, only 5 percent was received by Africa, 86 percent -Latin America, and 7 percent Asia. By 1990, Africa had 8 percent proportion of flow; Latin America had 26 percent while Asia had 65 percent. In 2010, Africa received 10 percent of FDI to developing regions, Latin America 28 percent and Asia 62 percent. This characterized the flow of capital to Africa as the increase in capital flow was not in the same proportion as other developing regions of the world (UNCTAD 2012).
The rate of return on FDI in the world has been interesting such that, the low income countries show greatest potential of return on investments in their countries and therefore should attract more foreign capital. Economic theory also harnesses the fact that capital should flow from rich countries to poor countries. Poor countries with lower levels of capital per worker, the scarcity of capital relative to labour should mean that the returns to capital are high. In response, savers in rich countries should look at poor countries as profitable places in which to invest. In reality, little capital flows from rich countries to poor countries. This puzzle, discussed in a paper by Lucas (1990) , is often referred to as the "Lucas Paradox." Lucas puts forward several candidate explanations, including differences in human capital between rich and poor countries as well as the failures in international capital markets that might account for the lack of flows. None of these candidates can come near to explaining quantitatively the observed shortage of capital flows relative to what economic theory, specifically the neoclassical growth model, would predict.
This main aim of this research paper is to determine the impact of foreign direct investment flows on the economic development of host African countries with low income per capita. It also intends to see to what extent the flow of FDI impacts on the development of the host countries domestic sector, considering the expectation of host economies that receive the flow of FDI. In the course of the study, the relationship that exists between the rate of return on investment and the flow of FDI will be ascertained. The research paper will bring to fore the extent to which FDI has succeeded in reducing the gaps of scarce production factors in low income African countries.
Theoretical Framework and Literature Review
Standard economic theory tells us that financial capital should, on net, flow from richer to poorer countries. That is, it should flow from countries that have more physical capital per worker, and hence where the returns to capital are lower, to those that have relatively less capital, but greater unexploited investment opportunities. In principle, this movement of capital should make poorer countries better off by giving them access to more financial resources that they can then invest in physical capital, such as equipment, machinery, and infrastructure. Such investment should improve their levels of employment, education, income, and living standard.
Developing economies are characterized with low income per capita features. This is reason why the research work of Lucas (1990) described them as poor countries. Also, the scarcity of capital relative to labour should mean that the returns to capital are high. This has been reinforced in the research work of Hymer (1976) in the theory which states that developing countries have low per capita income and therefore high rate of return on investment, given that an inverse relationship exists between income per capita and rate of return on investment. This invariably draws the flow of foreign capital to developing economies that have high rate of return on investment. The early stage of development requires more capital as domestic savings are low. As development progresses, need for capital gradually declines and domestic savings gradually increases.
In the research work of Prasad et al. (2007) it was also argued that; flows of capital from rich to poor countries are important because they can serve to augment the stock of capital and boost incomes in poorer countries. The paper stated that when these inflows take the form of (FDI), the effect on incomes can be substantial; due to the fact that FDI often brings with it technological know-how. As a result, large flows of capital from rich to poor countries could potentially contribute to convergence in per capita incomes. These flows do not happen on a large scale; however, we do not see widespread convergence of living standards between rich and poor countries.
The expected flow of FDI should be enormous to low income countries, due to the predicted inverse relationship that exist between FDI flow and the rate of return on investment. Since low income African countries should have high rate of return on Chenery and Strout (1966) , is the major aim of flow of foreign capital to host economies; to close existing gaps of production factors, and to gradually bring about the availability of this scarce productive factor in the domestic sector which eventually will result in reduced dependence on foreign capital as the host economy develops.
Hollis Chenery and Alan Strout (1966) identified three development stages in which growth proceeds at the highest rate permit by the most limiting factors; the skill limit, savings gap, and the foreign exchange gap. At early development stages, growth is likely to be investment limited as experienced by most developing economies. It is expected that foreign skill and technology reduce skill limit, investment reduces savings limit and foreign exchange limit equally. Since these gaps limit development, if they are filled, then there is development possibility. Hence, the filling of these gaps that limit development by flow of foreign capital has the primary aim of gradually closing the gaps, reducing reliance on foreign capital as an economy surges towards economic development. (2007), stressed an important focal point of the countries that benefitted the most from the inflow of foreign capital, as countries that had low dependence on the capital inflows. This further bolstered the major objective of flow of foreign direct investment as financial assistance aimed at bringing about the development of host sector domestic investment. It should increasing domestic savings. This closes gradually the savings-investment gaps, and as development ensues, the dependence on foreign direct investment also reduces to enhance maximum development of host economies' domestic sector investment and total national output.
Methodology
A test of the effect of FDI on economic development in low income African countries is performed in a framework of cross-country regressions utilizing data on FDI flows from 39 African countries for the period 1993-2012. According to the World Bank classification of economies, 20 of these countries are categorized as low income, 14 are low middle income, 4 upper middle and 1 high income African countries. Basedon theory,it is expected that foreign skill and technology reduce skill limit, investment reduces savings limit and foreign exchange limit equally. Since these gaps limit development, if they are filled, then there is a development possibility (Chenery and Strout 1966) . Hymer (1976) highlighted that developing economies have low per capita income thereby drawing foreign capital as domestic savings are low at the early stages of development. As development proceeds, need for foreign capital gradually declines and as domestic savings gradually increases so also does domestic investment.
The dependent variable adopted in the research study is; GDPk, which is the annual Fortanier (2007) . This research work aims at testing the direct effect of FDI on the economic development of low income African countries. The model below is therefore drawn from the research work of Lumbila (2005) and varied by eliminating some variables namely; institutional quality, the rule of law indicator proxy, and the initial level of GDP per capita. The model included more macroeconomic variables; inflation, exchange rate, money supply and other variables like central government expenditure, infrastructure, and corruption. The panel data are also extended by ten years; thereby having a total of twenty years panel data.
The model is therefore stated below:
The model is therefore stated in Cobb-Douglas form as below: 
Results and Discussions
A bivariate analysis of the study was set out from the correlation test to describe the statistical relationship between the selected variables and also the presentation of graphical illustration of the trend pattern of variables for the selected period.
Correlation Test
Correlation is the inter-relationship or association of variables in a model. It shows the strength or degree of linear association between two variables. Movement in one variable may cause movement in another variable in the same direction or opposite directions as the case may be. Correlation can vary within the range -1 which is the perfect negative correlation and +1 the perfect positive correlation.
In the correlation Table 1 , it is deduced that the variables have varied relationships between them, and since the major reason for test is to ascertain the possible presence of multicollinearity, results do not show its presence between the variables. Only few instances noted between government expenditure, gross fixed capital formation, and money supply that recorded rather high association between variables. Table   FDI  L  K  TB  T  ROI  M2 CRPT  INFLT GOVTCONS  INFRST EXR  FDI  L  K  TB  T  ROI  M2  CRPT  INFLT  GOVTCONS  INFRST 
Graphical Illustrations
For graphical representations, in the Appendix I, Graph A.I.1 represents the trend of Domestic Investment in the African Region. From the graph it can be seen that domestic investment has also progressively increased even though at a low proportion before the year 2000, after which it increased at a really high magnitude.
Likewise for Graph A.I.2; they present the trend pattern and behaviour of ROI, The rate of return on investment has been increasing though at a slow rate over the years. However, the increase became increasingly stable and strong by about year 2008. Graph A.I.3 however represents the trend pattern between FDI and gross fixed capital formation. As FDI increases, so does the increase translate into increasing activity in the domestic sector investment. In the period of global crisis of 2008 and 2009 (Subprime Mortgage crisis), the flow of foreign direct investment experienced a drastic fall. However, graph A.I.1 affirms that even though the flow of foreign direct investment declined during this period, domestic investment has experienced a relative increase over the years for the low income African countries.
Fixed Effect Least Square Dummy Variable Analysis
The test is to determine the effect of flow of foreign direct investment on economic development of low income African countries, vis-à-vis the lower middle, upper middle and high income countries. The test examines the countries not in regional classification but in income level classification. According to the World Bank classification of economies, there are four classifications of countries on the basis of income level. There are high income, low income, low-middle income, and uppermiddle income countries. For income level classification in this study see Appendix I. (4) using GDP Per capita as a measure of economic development. High income countries could not be estimated because only one country was in the classification, which therefore made the availability of needed data rather minimal. From the results table, FDI is not significant in neither low middle income nor upper middle income countries but significant only in low income countries. However from the results, it is observed that a change in FDI will result in a greater magnitude of change in economic development in the low income and upper middle income countries, whereas a reduced proportion of change in economic development in the low middle income countries. Active labour force, trade balance, technology and money supply respectively are significant on economic development in both low income and low middle income countries. It can also be seen from the results that, as active labour force, trade balance, and technology respectively increase the economic development at a lower magnitude in the low income and low middle income countries, but at a greater magnitude in the upper middle income countries. For money supply in all regions, however, a change results in a greater proportion of change in economic development.
For gross capital formation, rate of return on investment, and exchange rates respectively, they are all significant on economic development in all income classifications as stated. However from the results, it can be seen that an increase in gross capital formation for all income classifications will result in a greater magnitude of change in economic development, whereas a lesser proportion of change for rate of return on investment and exchange rates for all classification of countries. The level of corruption is not significant in all income classifications, however, a change in the level of corruption results into a lesser magnitude of change in the low income and low middle income countries respectively, whereas a greater proportion of change in the upper middle income countries. The level of inflation is significant on economic development in low income and upper middle income countries respectively, but not in low middle income countries. However, a change in inflation level will result into a lesser proportion of change in the economic development for the low middle income countries, whereas for both low middle income and upper middle income countries they experience a greater proportion of change.
Government expenditure is significant on economic development only in low income countries, but not significant in other income classifications. However from the results, a change in government expenditure will result into a greater proportion of change in economic development in both low income and low middle income countries respectively, whereas it will result in a lesser magnitude of change in the upper middle income countries. Also the level of infrastructure is significant on development in both low middle income and upper middle income countries, whereas it is, not significant in low income countries development. However, for all income classifications a change in infrastructure will result into a lesser magnitude of change in economic development. 
Recommendations and Conclusion
The study found out that for countries with lower income per capita, foreign direct investment has positive significant impact on economic development. This is also corroborated by theory as ascertained in the research work of Asiedu (2002) and Jaspersen et al. (2000) , which states that as foreign investment flows to countries with low income per capita, this will result into an increase in income thereby increasing The research work found out that a negative relationship exists between foreign direct investment and the level of corruption, inflation and exchange rates. This is in line with the Apriori expectation of the research study. This is also backed by literature as essentially highlighted in the research study of Ayadi et al. (2010) , which says that the level of transparency and size of foreign direct investment flows have long run equilibrium relationship. The study stated that therefore to attract foreign investment; it is expedient to transform the political and the economic environment.
We can conclude from the results of this research study that a positive significant relationship exists between foreign direct investment and economic development. As the flow in foreign capital increases, it results into increase in income, invariably domestic investment, resulting into a steady decline in the dependence of external financing. Growth in income, expectancy of life and education put together results into a better standard of living and ability to sustain further development by nations' resources also increase. As increase in domestic investment, alongside with viable socio-economic environment is sustained, it will bring the desired economic development to low income host African countries.
Given the above circumstances and estimated results, it becomes imminently imperative for the study to recommend that; Government of low income countries that welcome the flow of foreign direct investment need to do so with caution of the sector of the economy that they flow into.
They should be such sectors that will encourage domestic participation, thereby increase productivity domestically. They should also enforce Policies that will encourage the increase in domestic investment participation in sectors to reduce dependence on FDI. Income level attained by each low income nation desiring development must be sustained to make development a reality. The capital approach to sustainable livelihood theory states that the capital assets stock of nations must be non-depleting to ensure that the present and upcoming ones preserve the attained level of income growth. Governments of African nations therefore should ensure that strategies are put in place to ensure that the income growth attained by maximally employing the domestic sector of host nations must be preserved against decline. 
